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Foreword

The International Symposium on Industrial Development. convened by
UNIDO in Athens in 1967, was the first major international meeting
devoted exclusively to the problems of industrialization of the developing
countries. It followed a series of regional symposia on problems of
industrialization held in Cairo. Manila and Santiagc in 1965—1966
under the sponsorship of UNIDO and the United Nations regional
economic commissions, and a similar symposium held in Kuwait in 1966
under the sponsorship of UNIDO and the Government of Kuwait.

The Athens Symposium was attended by some 600 delegates from
78 countries and by representatives of various United Nations bodies,
international organizations and other interested institutions in the public
and private sectors. It provided a forum for discussion and exchange of
views on the problems and prospects of the developing countries which
are engaged in promoting accelerated industrial development.

The Symposium devoted special attention to possibilities for inter-
national action and for co-operative efforts among the developing coun-
tries themselves, and explored the scope, means and channels for such
efforts.

Studies and papers on a wide range of probleins 1elating to indus-
trialization were presented to the Symposium—by the UNIDO secre-
tariat and by participating Giovernmerts, international organizations
and observers. An official report, adopted at the Symposium, has been
published by UNIDO.! Baged on this documentation and the discussions
in the meeting, the present series of nonographs is devoted to the 21 main
issues which comprised the agenda of the Symposium. Each monograph
includes a chapter on the issues presented, the discussion of the issues,

! Report of the International Sympostum on Industrial Developmeni, Athenas,
1967 (ID/11) (United Nations publication, Sales No. : 69.11.B.7).




and the recommendationg approved by the Symposium, Some of the
monographs deal with specific industrial sectors; some with matters of
general industrial policy; and others with various aspects of international
economic «o-operaiion. An effort has been made to make the monographs
comprehensive and self-contained, while the various economie, techno-
logical and institutional aspects of the subject matter aye treated within

the context of the conditions generally prevailing 10 the developing
countries.

Since economic, technological and institutional aspects are described
with particular reference to the needs of the developing countries, it is
felt that the monographs will make a distinet contribution in their
respective areas, They are intended as g source of general information
and reference for persons and institutions in developing countries con-
cerned with problems of industrialization, and particularly with problems
and issues of internationa] co-operation in the field of irdustrialization.
With this in view it was considered that an unduly detailed techmical
Presentation should be avoided while at the same time enough substantive
material should be offered to be of value to the prospective reader. For
& more elaborate treatment of the subject, the reader is referred to the
selccted list of documents and publications annexed to each monograph.

The annexes also contain information on the areas in which UNIDO
can provide technical assistance to the developing countries on request;
a selected list of major UNIDO projects in the respective fields; and a list
of meetings recently organized by the United Nations.

It is hoped that the monographs will be particularly useful to
Governments in connexion with the technical assistance activities of

UNIDO and other United Nations bodies in the field of industrial
developinent.

This monograph has been Prepared by the secretariat of UNIDO.
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INTRODUCTION

whole still represented less than one twentieth of the total world produc-
tion of manufactures. Moreover, he stressed that the promotion of exports
of manufactured goods from the developing countries wag vital as an
element of industria] policy because, through the development of new

countries would be considerably strengthened and their economies
rendered less vulnerable to fluctuations in the demand of raw materials
on which their exports were largely dependent. The development of
export markets, either regionally or internationally, would make possible
more economic operation of existing industries and also the establishment
of new industrial branches where there were comparatively advants-
8Pous conditions; these would provide the industrial structure of the
developing countries with a new dynamism.

Many of the developing countries possessed large resources of
industrial raw materials, at present generally exported in crude state,
whose commercialization on the spot by industrial processing would
substantially increase the export proceeds of the countries by the value
added in Processing. The generalization of that activity, whereby the
bulk of industrial Processing of raw materials would be relocated from
the consuming to the producing countries would give a new dimension
to the industrialization of the developing countries, and bring about a

new and more equitable international division of labour.

Several United Nations bodies, including the regional economic
commissions of the United Nations, are currently co-operating in
helping developing countries in their efforts to promote exports. Special
emphasis has been given in recent years to exports of manufactured
produocts.




] PROMOTION OF EXPORT-ORIENTED INDUSTRIES

The objective of the work of UNIDO in this area is to promote the
production of manufactures and semi manufactures for export by assist-
ing developing countries to assess their indnstrial policies and programmes.
Such activitiex are aimed at the identification of new viable export
industries and of measures designed o expand the export potential of
already existing industries. or of those capable of export production, by
increasing their capacity and raising their standards of productive
efficiency. In order to deal with the problems of production for export,
it is necessary to have a keen awarcness of the intense rivalry for mter-
national markets which calls for continnous efforts to reach high stand-
ards of quality. design and performance while keeping priecs competitive.
The scope and natnre of these problems and means of coping with them
are discussed in the following chapters.

Chapter I pomnts ont that the industrialization policy of many
developing comtries. formulated during the years of depression followed
by the Second World War. was to establish domestic indastries devoted
to impert substitution and protected by high tariffs. As a form of indus-
trial growth, such enterprises have proved unsatisfactory in that they
have not to any great extent relieved the shortage of foreign exchange or
the problem of nnemploviment, while the domest ic market for their goods
18 too small to support modern plants of economic size. Countries now
tend, therefore. to orient their manufactures to export markets, but have
encountered considerable difticnltios in switching to export-oriented
industries. Existing enterprises. based on import substitution, generally
produce a wide range of products for undiscerning local customers,
instead of concentrating on a comparatively narrow range of production
in which the country has natural advantages. The cost of local inputs
often makes their prices incompetitive on world n:arkets. In any case,
industries in developing countries are at a considerable disadvantage in
world trade because they are ill-equipped latecomers lacking experience
and technical knowledge. particularly as regards quality, design and
packaging. Prometion of export industries requires long-term forward
planning and such a policy must be balanced against other claims on the
economic resources of the eountry. since it will entail considerable
expenditure. One method of mitigating some of these difficulties is the
pooling of resources on a regional basis and the development of intra-
regional trade. Something has been accomplished in this direction in
Africa, Asia and Latin America.

Chapter 2 deals with the ways in which the Government oan assist
in export development. It can assist financially by the provision of
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capital and loans an by encouraging the investment of foreign capital
in export industries It can improve land transport facilitics and syt
sidize shipping. It cay grant jneentives export indnstries over and
above those nsnally offered 1, Promote general 1ndnst ra| growth ) ch
incentives may inelde exemption from the pavment of domestye tariffs,
income tax voneessions and o pec stthsidies ity free entry uf:mu-lmwry\' ,
and accelerated depreciation allowances  Another Mportant form of
assistan ce widely nsed by deveioped conntres WA Systen ot expor
credits conpled with CXpOrt credit insurance Ty Govermnents of Jeyel.
OpINg  count rjes Must  also enconrage potent)al exporters 1o achjeve
prodncts of imternationally acceptable gnality througly the estabhshment
of design centrey and standards bureanx  Asistance I8 hikewise needed
in marketing and sales promotion, for whieh (he Government may have
to create a special institite. Governments of developing countreg shonld
provide trade commissioners abroad to promote their natioyy| CXports.

Chapter 3 reviews the issues diseiyssed at the Tuternationa| Nvm-
posium, the disenssion  that took place and the recommendationy
approved, and gives an accomrt of the conclusions reached at the foyp
preceding regional SVmposia.

Chapter 4 describes United Nations action for the promotion of
exports from developing countries. with gpecial 8tress on the need to
co-ordinate the activities of UNIDO. whoge activities are all related to
this task, with thoge of other members of the United Nationg family.
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THE EVOLUTION OF IMPORT-SUBSTITUTION INDUSTRIES

For a number of developing countries, the experience of the depreas-
sion of the early 1930s was a major factor in formulating later industrial-
ization policies. The depression caused a sharp fall in prices of primary
products, the main source of export income, and a shortage of capital
from overseas. This, followed by the war years, when import goods were
in short supply, encouraged policies of self-sufficiency with a view to
reducing dependence on cxternal sources. Import substitution, which
made possible an industrialization programme based on a known. local
market, held obvious attractions. This policy, while generating manu-
facturing income and employment, had the additional virtue of saving
foreign exchange and giving the country the opportunity to acquire the
necessary skills and experience in production and marketing.

Significart progress in industrialization has been achieved 1 many
developing countries through policies of import substitution. However.
import substitution cannot be continued indefinitely and is not uniformly
successful. In some countries the over-all results have been disappointing.
It is also considered that in a number of countries the limit has been or
is being reached; import substitution is becoming increasingly less
effective as a motivating force for industrial growth.

The normal method of implementing import substitution is to apply
protective measures against imported manufactures which are eventually
to be removed when the infant domestic industries have reached a com-
petitive position. In a large number of cases, this second stage has not
been reached, and high tariffs to protect narrow national markets
encourage small uneconomic plants, weaken the incentive to introduce
modern techniques, and slow down the rate at which preductivity in-
creases.

Moreover, the shortage of foreign exchange accompanying continued
growth has been much more persistent than had been expected. Instead
of automatically alleviating balance-of-payment difficulties, import
substitution, coupled with the direct and indirect rise in import require-
ments that came in its wake, tended to aggravate them, and what was
at first believed to be a temporary hurdle appeared more and more to be
a permanent obstacle. After pursuing this policy for a number of years,
countries continued to be dependent for the great bulk of their export
earnings on the traditional primary products, while to service their
industrialization efforts, manufactured goods——mainly equipment and
machinery—had to be imported in increasing quantities.
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heavily in favour of those products which still have a high elasticity of
demand because national incomes are low in the developing country,
while the market tends to be saturated in developed countries. Products
initially produced for the domestic market are taillored to the require-
ments of that market. where eustomers are normally less discerning than
in developed countries To compete successfully in overseas markets
exporters are required to make considerable product adaptation which
involves serious production problems.

At the same time. the mdustrial strueture that results from a policy
of proteeting domestic mdnstries s not eonducive to a successful export
drive. Import substitntion tends to spread productive resources over a
range of industries not neeessarly stressing those in which the country
has a natural advantage When certam prodiretive resources, such as
skilled labour and capital are m short supply, an effective export policy
requires that resonrces be concentrated on the narrow range of industries
which ¢njov defimite natural advantages. These are the industries that
can take advantage of cconomies of scale and improve their competitive
prospects i international markets.

[mport substitution disconrages exports not only because of what
it does to the industrial structure biut because of 1ts effect on costing.
When a local indnstry is protected. the exporter using the produet of that
industry as an input ix at an obvions disadvantage eompared to the over-
seas competitor who has access to the input at a lower price. The eventual
price of the exported produet will be increased by the amount of the
import tax on the mput nnless the Government has taken steps to counter-
act such export disincentives.

The experience of a large number of developing eountries indicates
that a pohiey exclusively directed to import substitution does not form
a tirm baais for an eventnal manutacturing export drive. The export of
manufactures requires specitic attention and should rank as an explicit
policy objeetive 11 the over all development and industrial plans of
developing countries

The extent to which emphasis 18 to be placed on export-oriented
industries 18 fundamentally determined by the country’s stage of indus-
trial development  In the early period of growth, the emphasis will be
on the domestic market. but. even at this stage, it appears essential to
incorporate the basis for an export sector within the industrial frame-
work. As mdustriahization progresses, this basis can be expanded and the
manufacturing seetor can assume an increased responsibility for earning
the foreign exchange to meet its own growing import requirements. In the
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Other factors will also influence the selection : for example, the choice
between concentrating on labour-intensive or capital-intensive industries.
It has been argued that developing countries should concentrate on
labour-intensive industries to take advantage of low labour costs and,
at the same time, alleviate the pressing uncmployment problem. A con-
trary view is also held: that low labour costs are largely offset by low
productivity in developing countries, and that these countries would be
better advised to concentrate on capital-intensive industries which
promote higher levels of technical skill and thus increase the rate of
industrialization.

Problems such as these, and others related to resource- or research-
based industries must be considered against the objectives of the particu-
lar country and its over-all cconomic strategy.

Basic to any policy for promotion of export-oriented industries is
the recognition of the serious lack of marketing and technical know-how
in developing countries and the severe competition in international
markets. Developing countries are entering markets in which their com-
petitors are firmly established and have substantial experience and know-
how. They, on the other hand, suffer from limited financial resources and
a lack of marketing and technological knowledge. In the circumstances,
it is not surprising that the manufacturer in the developing country tends
to prefer the security of the protected domestic market to the uncertainties
of export markets.

It falls to the Government, therefore, to formulate a policy which
will not only attract resources into the export sector but will also enable
industrialists in the developing cotntries to compete on more even terms
with their overseas competitors. A range of techniques is available to the
developing country to achieve these ends. Specific assistance which the
Government might give to the export sector is considered in some detail
in chapter 2.

Insufficient attention to international standards of quality, design
and packaging is a major handicap to the export efforts of developing
countries. These matters are especially important in view of the oppor-
tunities for export growth through international co-operation. Increased
foreign investment, licensing and subcontracting arrangements can
help to further exports of manufactured goods from developing countries,
provided that international standards of quality, efficiency, delivery etc.
are met. Normally in a protected domestic market little attention is
given to these matters and it is necessary for Governments to stimulate

a greater awareness of their importance. The problem is further discussed
in chapter 2.




of scale. For this, the domestic markets of
most developing countries are too small. The Symposium felt therefore
that the pooling of resources of a group of devcloping countries was a
pre-condition for the successful establishment of export-oriented
industries. For such a pooling of resou-ces, the individual country must
eliminate from ity development plan the concept of self—sufﬁciency and
replace it with the idea of economic interdependence among countries
or groups of countries.!

Some progress has already heen made towards regional co-operation
among developing countries. The Central American Common Market, the
Latin American Free Trade Association and Regional Co-operation for
Development are examples of the efforts of developing countries to
achieve greater efficiency through greater specialization of each and
larger markets.

At first sight, the statistics on the growth of regional trade in manuy-
factures among developing countries do not appear encouraging. Calcula-
tions based on ISIC (classifications 2 and 3) indicate that the agegrcgated
volume of exports of manufactured goods among developing countries in
the period 1955—1964 rose at an average annual rate of 4 per cent, while
exports of manufactures from the developing to the developed countries
increased at about 6 per cent per year.

The increase was attained despite considerable difficulties. Progress
towards regional integration was hampered by the strong traditional trad-
ing links betwecn developed and developing countries; the lack of trading

1 See Monograph 18 “Regional Co-operation in Industrial Develcpment” in
this series.

2¢




12 PROMOTION OF EXPORT-ORIENTED INDUSTRIES

and transport facilities between developing countries; and the reluctance
of developing countries to forego customs revenue and liberalize regional
trade. These obstacles, coupled with the inexperience of developing
countries in intergovernmental co-operation, and the unwillingness of
some of them to participate in regional projects, when the project is
located in another country of the region, will have to be gradually
broken down if the full potential of intra-regional trade is to be realized.




Chapter 2

MEASURES oF GOVERNMENT ASSISTANCE
IN INDUSTRIAL EXPORT DEVELOPMENT

When the country jg pursuing a policy not only of accelerating
industrial growth but algo of promoting export-oriented industries, the
increased responsibility of the rovernment jg apparent. The Government,
has to allocate 8carce resources, Particularly thoge of capital and ex-
Perience, with & bias in favour of the industrieg with definite export

'ange national interegt but which would not normally attract private
capital,

When, as is the case in most developing countries, there s a general
Poliey to promote Investment from abroad, the Opportunity to channe]

13
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it specifically into export-oriented industries is limited. Nevertheless,
Governments may. when negotiating with foreign interests, place empha -
818 on such aspects as reasonable freedom from export franchise restrie
tions. Furthermore, when the conntry has mitroduced a poliey ot mdnstrial
incentives. the meentive shonld i possible. be lnked to export per
formance.

Some conntries indicate thew preference for export orented mdns
tries in their campagns to attract foreign mvestient “Foot loose™
industries arc gronped together into industrial estates which arc organ
ized to produce for export. Snch estates have promotional agences to
attract capital and stimnlate ivestment m export mdustnes. Govern
ment intfluence of this sort s heneticial becanse Zronpimg companies
together and promoting mergers in eertain industries s useful in attraet.-
ing capital and also in enabling cxport companies to benefit from cheaper
facilities of power, transport cte and to take advantage of economies
of scale.

Transport facilities

Inadequate transport facilities have proved a major handicap to
export developmert plans in certain developing countries. To overcome
this problem. preference is often given in public eonstruction programmes
to those facilities ports. aecess roads and rail services -whieh would
directly assist export-oriented mdustries 1n addition. in eases where the
Government controls road or rail services. concesstonal freight rates are
given to goods destined for expor! markets 2

In addition to mmproving the ternal transport system. it 18 some-
times necessary for the Government to ntervene m shipping. The
exporter in the developing conntries s nsnally: dependent on foreign-
owned shipping lines and irregular seryiees ean hsrupt his export opera-
tions. Government assistanee ean take the form of negotiating with over-
seas shipowners to obtain freight concessions Bilateral and multilateral
“maritime transport agreements” can be eoneluded at a government level
on & pooling or payment-elearing hasis in order to obtain certain facilities
and concessions for local exporters. In some cases, to ensure regular

P Similar concessional ratos are BIver i some mstanees for the powor econ-
sumed by oxport-orionted industries. However, m ths caso, the syaten 18 more
difficult to adminstor m that the concossion i often granted before any exXport
orders are recorved by the company. Concessional rates on power can also distort
the power consumption pattern smce when power s artificially reducod in prioe it
may be used wastefully.

|
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shipping services at freight rates which do not unduly add t the prioe
of exports. Governments subsidize shipping lines or promote the organiza.-
tion of national slapping companies.

Fiscal incentives

Measures to stimmiate industrial éxports are normally undertaken
m conjunction with Ineentives to promote general industrial growth,
Such incentiyex May mclnde mvest ment allowances. aceelerated deprecia.-
ton arrangenients a1y tax holide v 1o attraet a greater capntal inflow
mto the mdustral seetor Krants 1or trannng PUrposes . or sprecial depre-
craton allowances to coyer research and development expenditure )
order to stimulate greater activity i these areas

These measures are amed at promoting general indnst 4 expansion
and are not specifically imtended for export onented ndnst res Neverthe-
less. they  often serve & midirect export meentives. The cost saving
resulting from lower taxation rates associated with accelerated deprecia-
tion. for example on a subsidized traming programme, are reflected in
reduced prices whieh f the product is sold Overseas. can result i greater
export sales

More direct CXPOTt incentives are nee i the range of schemes
mtrodneed )y, developed and developiug countries which allow the
domestic producer to compete mternationally withoyt the hindrance of
domestic tanfls or other taxes mposed m the produemg conntries The
exact form of these schenies vanes from one comtry to another accordimg
to the systew of taxation the particular mdustrial activity bewng en-
couraged. or the revenye avatlable to apply the scheme

The mam financial ang fiseal incentives for export melude
Direct and nidirect export snbsidijes
Income tax CONCessIONs on ¢xport protits or earnugs

Accelerate depreeiation allowances to ¢ncourage exporters to
invest in the latest plant and eqiIpment

Duty -free entry of machinery  ang ¢tyuipment for use 1n export-
oriented mdustries |

Drawback systems (nelnding manufacture-, bond and free zone
arrangementas)

Exemption and refund of internal taxes Paid by exporters;
Adjustment of export tariffs.
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Although the devices vary. the eflecta are basically similar  Fop
example, a drawhack an import duties whereby the mport content of
the exported product s uo Aibject to mnport duties has much the same
effect an :-&uhsulwmg “xport producers from rexenne vecened from tn port
tariffs These deyiees pernnt the export prodieer to obran, AW materialn
and aintermedude goods a preferentl tates Fhie same i triee of the
schemes that ol e retinding of nternal tases pard by the produces
during the production process if the cud prodict 1w exported

Export credits

Aunother expor incentive utilized by nearly all developed cotuntries
I8 export credit Nupphers’ credits are granted to toreign buvern on a
mediunm term basis (betweey, one and tive vears from dehvery) or on o
long-term basis (from fve naually np o ten vears from dehivery) Nop.
mally the credits wre nog hnanced by the actunl “ippher bt througl a
creedit institntio Reneralhv s commeraind bank The bavk et niay
refinance the credite with a special export credin refinancing st itunon
or central bank 1o many deys loped comtries. goyernment participation
mn the Felinancing  process throngh the central bank or pubhie credit
institntions akes possible to o tter credits at rates below market Taton

The developriem of cxport eredit tinancing Procedures has been
accompanicd by the growrh of EAPOrt credit Isuranee sttt ron - which
perform a complementarn Hmetion: Betore tinance s Kranted tor o sup
pliers credit . 1) nsuab practice s for an export credit msurnnce sy
tion to wne a ohiey for protection MRSt comniercml and non eony
mercial risks The msaranee Pohicy serves as colluteral tor the credit and
its period of vahdir, geverally: determnes the length of the cpedig

Buyers  credits are ranted direetly o foreg bivers by cpedat
Institutions or consortian o credt institutions developed  countrien
They allow 1he toregn buver 10 acquire fiunds for purchase of capital
goodr and services Governments m the EXPOTting conntries KHATATlew
repavinent under export e manrance schenjes

Developing conntries are mterested e export credas mainly as
form of external Hancmg tor thewr dey clopment programmes rather than

a8 A techiigue tor Promotng then own exports The Huportanoe of e xport
eredit tinsncing has heen mereased by the efforis of developed conrntri
to expand CXPOrte of capital goods  sinee the sale of capital gomds
tends to depend ase mnch o credit termn avatable as on considerations
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of price  quality  and delivers  and the growmg demand of develop
NG countnes tar ain b e The voluime of CNport crvdita haa 1 panded
mpdly and 1, Matarity periwis hay, steady, lengthened . A reanjt
CxXport cravliia have cierged am oan et L VIV Rastating 1 the
sdvancemeny . eV elopnig countries

NELVCr e fons the promotioaal R LR T Al o P psor
tance i ey eloping Sountres oy, wish thepr Manutact arers o, o g
pete effect) o, with thome 4y, dev i jud iitres they will be torced to
Provide ciumilan tue i e Phie d et HIarh s when the devclaping
ALLULLLA T [T VT “tagn of Widunt rinlis at oo, advaned mough tao
elrsinagee the v ypure o APl gomnde

In mtroducmg  a, CAPOrt redp huancing e Manrance o wtom
most devehiping CONNErNs qre handicapped 1y the lack of tathimercia)
banking facilitien At gy Conmegnentivo g falia g the Cowvern
ment to take the inytian . Pommibhly through ¢ he CPErR o of the centra)
bauk n fnrnmlumg RURPORt cendit ey and g dc*\r'ln;una the
NECRaRAry inat utional AFTALHYE et 1, mplement ¢

MErrise. INTERN A1y TAND AN

lnel;mnw ey c*ln,-m' BRRLLILES L T e 8 conauders hie prﬂbhn
ot only i the cummer. tal el bt gl g, TRt prodaction methode
Mauiufact HPers hrgummg duntreal vperatums custing  prodocem
tanubiar only w ), the ndemaining conditions of 5 Protected domest e
market i, thanthewnt sttewtpn, .. the «vandaria regured on ey
stonal marketa Prodicia aee LT TERNY STV W quahity  dewigi, o pack
MU O o e oo, WIth interiint). g Pectheationa g tandarda
they ronaeguent iy byl ., PAPOrt marketa

The Government hrmally sanssta TAPOtern 1o becotme gy Aware
of the importan. These tratures ['he Probler  of infeggo quahity cay
e approsched through a wteyeq Progtramme of qualin, Control mt rodued
A1 the factor, atid the port Jhe obhyect 1w g0, chsiire that th, “tanddards
will e seoeptable 1), (e MNPOring coumnitres . that 1he mputation of
Yo sending Contes wall not b Hatmaged by () CAPT ot below standend
pocudn Thye entablinhitien o o tandards hurmay .. RARCIALIOH tor Jroy rede
tormatng o, and promote the e o omiecrnational Peciticatione g
Manlards o often o, Mtegral part of o nataa] TR rampag !

P For turthee L R T, subijecta g lcm«'tqoh 12 ‘Mandardisa o
e ey

j
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Improving standards of produet design and packaging is. to a large
extent, a matter of education and of increasing awareness of the export,
manufacturer that these factors are important. Some countries have
introdnced annual design and paekaging awards: the publicity given to
the presentation of the awards leads producers to Pav greater attention
to these matters. The establishment of a national “design centre” can
definitely assist potential exporters. Here, manufacturers Call receive
training in design techniques and ean examine the latest design trends
from overseas.

EXPoRT PROMOTION

Government assistance is also required in the area of ex port market-
ing and promotion. In developing countries, marketing experience has
been restricted for the most part to the export of primary products which
require relatively little promotion. The situation is different in developed
countries. where considerable experience has beeu built p in marketing
manufactured products and establishing international networks of
marketing outlets. To overcome the lack of experience and the limited
financial resources of the individual producer in developing countries, the
Government of the developing country must undertake marketing fune-
tions normally performed by private companies and organizations in
developed countries.

Small and medium -sized companies are most in need of ielp in this
area as they normally have inadequate expertise in export marketing
operations and have to learn techniques and procedures of documentation,
shipping, marketing etc.

In a number of countries, export consortia or established special
trading corporations have been successfully organized with government
initiative to encourage and co-ordinate the export operations of smaller
companies. Such corporations can arrange on a joint basis the marketing
and research activities of the member companies and effectively co-
ordinate export production operations. Combined research and develop-
ment, management training and promotion schemes can result in sub-
stantial savings for the smaller producer.,

The Government may also provide assistance with marketing and
promotion. A sound knowledge of overseas market conditions is funda-
mental to a successful export campaign. To undertake his desg research,
the exporter requires data on such aspects as import and exchange
controls, tariff and non-tariff restrictions, labelling regulaiions, shipping
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services, irevailing Prices advertiing media and distribution oytleta
Since the funds fon researehoan the pris ate sector are himited the Goyery,
ment mmy extablixh a brrean to, incdertake the colbect o Aud dimaemninag
tion of mformation w bch will snahje the PEALe exprorter 1o hawees . lewy 1y
the prowpects ofeved . CvVerseas markets

To eollect ey, mformation the o vernments of des el ped conngries
and a grownig nombe ot developing conntries have catmhimbsd i het
work of vonmmeroal repesentatives i magor inarketa The tunetione of
the trade conmimoner or tomineraal attache normally e tend beyvond
the mere collection of coconomie arad marketig data He mMist ale answer
trade enquiries CTRRNZC promotional ety itwes 1, the area i aasat
VIsIting businessnpen 1, brwet he undertakes a)l the wetivitien that wyll
Ierease his country CNPOTte teothe conntey  whin b e In mtationed

Government ACtivity g mnrketing aleo “tendn to e Organzaton
of national promotion “Ampmigns The Government May ammint partie
PAnts in overseas trude twirs wid exlibitiona OTRANLZC coatntry trade dis
plays and store Promotions arrnnge tende Msiona and on occaaan
launch national adyertmng CRINPRANA 0 prtential oy sreeas markets
These and other Promotional technigues aanist e wliing offorta of
individual exporters and Publicize the range o producta avarinble for
export from a particular countty To nndertake theee ROV IeR gt ia
often NECOSBANY to create a wparate anstitute withn, (h Hevernment
framework to he responsible tor e o developinent

I some vountres the external promotion campaign acconpaned
by a domesty CRIPRIZD L0 MCreame ey port awareiions w 1thin the conntey
By using local commmnations and advertimng media the Ceovernment
endeavours ¢ cmphasize not only the vational portance of exporting
but also the DRPOrtmities for greater b activay through expworta
Such a Campan s often hamesd o, cune studies which publicise the
techniques used and the benenta ohtaried by ompanwa which have
already successfully opened up new CApOrt ontleta




Chapter 3

THE INTERNATIONAL SYMPOSIUM
ON INDUSTRIA), DEVELOPMENT:
ISSUES, DISCUSSION AND RECOMMENDATIONS

The issues presented to the Symposium, the discussion of the issues
and the recommendations approved are presented in this chapter. The
regional symposia which preceded the Athens Symposium also devoted
considerable attention to the importance of promoting e xports of manu-
factured goods from developing countries. and a review of those discus-
B10N8 is grven below.

Tug REGIONAL SYMPOsI4

The Asian Conference on Industrialization held in Manila in Decem-
ber 1065.¢ st regsed the importance of 4 constantly increasing volume of
exports of mannfactnres and semr manufactyres from the developing
ECAFE region and reconmmended anter giyg

That the CPPortunities and  outlook for trade in manufactured
prodirets by tully considered future mdustrialization planning ;
That steps he taken to b "P export-oricnted industries at the
regional level .

That countries of the region mdertake trade Promotion measureg
to provide a fyljer knowledge of one another’s industrig) products
and developmeny plans,

The SVIpostnm on Didustrial Doy elopment iy Africa. held in Cairo
in the first mong),« of 1966 » having recognized the teertainty of gaing
in foreig eurrency: hecange of steady deterioratio in terms of trade,
fluctuations iy, prices of basic prodiets, and the gradnal or siudden loss of
oertarn traditiony| ontlets. stressed th need to gain access to markets

‘ Report of (he Adran Conterenee o huhmlrmhmtmn. 1966 (KON, 12,755
Rev |, ID/CONEF LR.R. 3

* For fall reference nec annex 3 ander “United Nations hidusg nal Developraent
Organnyng on’’,

20




INTERNATIONAL SYMPOSIUIM ON INDUSTRIAL DEVRLOPMENT 21
im0 st m——

of developed countries for manufactured goods from African countries,
It was recommended that UNCTAD make extra efforts to overcome
obstacles to exports of manufactures from the d'velnping countries to
the developed ones. and that African countries should strive to attain
a high level of quality in theip industrial produets i, order to facilitate
exports of manufactyres

The Symposium on Industrial Development i Arab Countries, held
in Kuwait in March 19665 recognized the particular importance of the
volume of commereia] and technical exchangeg among the Arab countrieg
In support of the common effort through which it was hoped to realize
industrial developmeut , not only in the establishment of Import-substitute
industries but algo i the establishment, of absolutely hecessary export
industries. Uniteq Nutions assistance was urged in preparation of the
necessary studies and jin creating the apparatug needed for expanding

comnmercial transactions in exportable industrig) goods and for expanding

commercial transactiong among the Arab States and the industrially
developed countries,

in Santiago in March 1966,” discussed in detaj] all problems relatihg to
€xports of manufactures from that region to the rest of the world. The
Symposium Proposed that an “ad hoc working group be established for

developing countries, with the aim of determining the futyre trends of
trade in manufactureg and possibilities that could be created. by appro-
priate measures, of developing éxports of those products of the develop-
Ing countries whoge competitive advantage and market possibilities
Justified their being given priority, s

THE 188U%S PRESENTED TO THE INTERNATIONAL SyYMPosrum?
ldentification and Programming of industria] sectors with export potential

The identification and programming of industrial sectors with export
potential relate, firstly, to the Possibilities of advanced processing of
locally available ryw materials; to the conversion of industries to an

* Report of the Symposium on Industrial Development in Arab Countries,
1967 (ID/CONF. 1/R.R. 4).

” Report of the S8ymposium on Industrial Development in Latin America,
1966 (E/CN. 12/755/Rev. 1, ID/CONF. 1/R.R. 3).

* Ibid, para. 295,

* From UNIDO, 1lssues for Discussion : Promotion of Exports, 1967 (IDy
CONF. 1/A. 22)( mimeo. ),
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export orientation; and to the utilization of ¢xcess capacity, if necessary
using marginal cost rather than total cost pricing.

The second stage is the establishment of industries primarily for
exporting. This involves planning at several levels : emnphasis on export-
oriented industries in development plans; promotion of such industries
through provision of the required infrastructure; and redirection of
resources (c.g. power, equipment, transportation, foreign exchange).
There is also need for industrial research facilities and for importation of
equipment and know-how from abroad.

Development of basically export-oriented competitive industries

In the case of import substitution, which is mainly based on the
Production of familiar products by familiar techniques, it is easy to protect
non-competitive industries with an umbrella of import restrictions,
although it is doubtful whether such practices—with due consideration to
the infant industry argument—are in the long run beneficial to the
countries concerned. In the case of export-oriented industries, such
practices are clearly inapplicable. Export-oriented industries involve
production under competitive conditions, under constant pressure to
reduce production costs and improve the quality of their products. It is
true that to reach the stage of competitively exporting manufactured
goods some initial protection may be required. Other forms of government
assistance will be required at the various stages of the development of
the industry before it can become competitive in regional or world markets.

At first, both the equipment and the know-how will have to be
obtained from the developed countries. This could be available on various
terms and gives rise to the problem of how the strains on the balance of
payments of developing countries from increased purchases of equipment
and know-how could be eased in the short run. Exploration to determine
the most desirable form of industrial co-operation between developing
and industrialized countries in this area is needed. Of particular interest
are problems relating to the training of technical and managerial personnel,
the establishment of joint ventures, the possibilities of subcontracting,
methods of repayment of credits etc,

Commerecial promotion of industrial exports

In practically all developing countries there is need to simplify the
procedures for exporting; to set up export credit and insurance schemes;
to offer appropriate incentives for exports; to assist manufacturers in
obtaining information on the requirements in foreign markets with regard
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to quality, design and packaging; and to develop and enhance the “image”
of the countries’ exports through commercial publicity, trade fairs etc.
The practical procedures for implementing these efforts through national
and international action are proposed for discussion in this connexion,

Pooling of resources and markets for development of export-oriented industries
at the regional and interregional level

Production of standardized high-quality products of competitive
cost requires large-scale modern installations which the generally small
domestic markets do not justify. Economic co-operation among develop-
ing countries through bilateral and multilateral arrangements or regional
and subregional trade groupings have therefore been suggested in order to
achieve a pooling of both markets and investment resources.

In practice, this means harmonization and co-ordination of develop-
ment plans at a regional or subregional level with a view to developing
joint industrial activities. It also involves co-operation in industrial re-
search and trade promotion through the establishment of joint facilities.
Although in some regions steps in these directions have been successfully
taken, many opportunities for regional co-operation have not yet been
fully exploited. Co-operation between developing countries beyond the
confines of regions or sub-regions might also be usefully considered. The
possibilities in this respect, including the specific fields of co-operation,
have up to now beei little explored and deserve systematic investigation.

THE DISCUSSION!®

The importance of the export-orientation of incustrial development
in developing countries was illuatrated by the fact that the share of the
developing countries in world exports had decreased from 32 per cent in
1850 to 19.4 per cent in 1966. At the same time their percentage share in
the world exports of manufactures was also declining while the total world
exports in manufactures achieved a considerable increase during the
period from 1953 to 1965. This trend, which is so disappointing for the
developing countries, has been an issue of main concern at several inter-
national mectings during recent years. The situation was further aggra-
vated by the fact that the sum total of economic aseistance, an important
factor in meeting trade deficits, had not increased in recent years.

19 Report of the International Symposium on Industrial Development, Athens
1967 (ID/11) (United Nations publication, Sales No.: 69.I1.B.7).
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The importance of trade for the developing countries was generally
recognized. However, it was felt that the existing export capacities,
based mainly on exports of primary products, could hardly be expected
to grow sufficiently to cover the need for capita! imports and to service
foreign debts at the same time. Additional productive capacities were
therafore required which must be geared to exports of manufactures or
at least of higher processed raw materials,

The view was expressed that there was not sufficient experience in
the developing countries for embarking on the production of manu-
factures for exports in the initial stage of industrialization. The develop-
ing countries should therefore pursue a policy of import substitution

Contrary to that point of view, the opinion was expressed that an
export industry, if it was to be successful on the world market, had to
make use of the advantages of economies of scale. For this the domestic
markets of most of the developing countries were too small. The pooling
of resources of g group of developing countries was therefore felt to be
& pre-condition for the success of the establishment of export-oriented

industries. This would automatically require giving up the idea of self-

It was pointed out that small countries, by definition, suffer from a
lack of natural resources and t
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barriers. Some were of the opiion that tariff barriers were not msur-
mountable obstacles to the successful promotion of exports of mann-
factures from developing conntries. However. it was generally recognized
that the International Symposinm on Industrial ), velopment was not
the place to deal with tariff problems since this was one of the main items
on the agenda of the second United Nations Conference on Trade and
Development. It was nevertheless felt by some delegations that . becauge
of the overwhelming importance of this issue. and particularly of a non-
reciprocal system of preferences. the Symposium should endorse the
views asking for a prompt and positive solntion of this problem in favour
of developing countries.

Although a substantial reduction of inport restrictions in developed
countries might improve the position of the developing countries, it was
also considered essential that a number of mneasures be taken by the
developing countries themselves if their exports of manufactures were to
be significantly increased. It was pointed out that the markets of developed
countries are very demanding and therefore that considerable efforts
would bave to be made on the part of the developing countries to take
into account the market requirements concerning design, quality, stand-
ards, delivery dates, consumer habits, fashion trends, distribution
systems etc.

Market research. analysis and studies were considered as essential
for mass production. Although these activities were very costly, they
were indispensablc wherever export production was concerned and if it
was to be based on a systematic marketing approach in order to avoid
miscalculations and losses. It was generally recognized that, in this
respect, valuable services were provided to the developing countries by
the International Trade Centre of GATT, which from the next year
would be operated on a joint basis by UNCTAD and GATT. This was
noted with satisfaction.

RECOMMENDATIONS APPROVED!!

The Symposium adopted the following recommendations:
Developing countries should :

(@) Investigate the possibility of harmonizing and co-ordinating as
far as possible the export-oriented industries in order to achieve

11 From Report of the International Symposium on Industrial Development,
Athens 1967 (ID/11) (United Nations publication, Sales No.: 69.I1.B.7).




PROMOTION OF EXPORT-ORLENTED INDUSTRIES

a pooling of the markets and available investment resources
through bilateral or multilaterai arrangements. bearmg in mind
the necessity of economic interdependence between countries
and regions,

(b) Encourage the estabhshment of national export promotion coun
cils acting as advisory service, clearing-houses for contacts ete
which would assist their potential exporters;

(¢) Attempt the setting up of complementary industries (the output
of one being the input for the other) which may be of particular
interest where necessary prerequisites exist in two or more coun-
tries in the region

UNIDO, with UNCTAD and GATT. and within the framework of
the United Natione export promotion programme, should provide
technical assistance aimed at establishing export-oriented industries in
developing countries and at promoting industrial exports from developing
countries. UNIDO's assistance should be especially provided in the
following areas:

(a) In identifying viable export industries, in setting up such
industries and dealing with general and technical aspects con-
nected therewith, complementary to the activities of other
international organizations and in co-operation with them;

(b) Studying the problems relating to the standardization, presenta-
tion and packaging of products;

(c) Co-operating in studies of the evolution of supply and demand
of industrial products on international markets.

UNIDO should assist developing countries in finding potential
investors for bankable projects submitted by Governments.




Chapter 4

UNIDO AND OTHER UNITED NATIONS ACTION
IN EXPORT PROMOTION"

This chapter outlines the role of UNIDO in the field of export devel-
opment and briefly the operation of the over all United Nations export
promotion programme.

Within the programme of UNIDO for the acccleration of industrial
development in developing countries, particular emphasis is given to the
establishment and development of export-oriented industries. The
importance of the export component stems from the necessity of improv-
ing the balance-of-payments position in developing countries to allow
further industrialization. At the same time. export industries which
require manufacturers to meet international standards lead to an acceler-
ated introduction of advanced managerial and technical methods. Also,
export orientation helps to introduce in the industrial sector as a whole
a higher standard of efficiency. which in turn allows a lower level of
protection.

Work in this area is directed towards identifying industries with
definite export potential, advising (overnments on export development
policy measures. and raising standards of export efficiency in companies
in developing countries. To these ends, priority is given to assistance in
the field through operational activities. The supporting activities under-
taken are in the main designed to strengthen the operational activities
and to ensure that assistance is channelled into those areas where it can
achieve a maximum effect.

Operational activities are undertaken on a pragmatic basis and in
conjunction with UNIDO’s long-range technical assistance programme,
which is formulated on a country-by-country basis. In this latter ap-
proach advisory missions from UNIDO visit developing countries to
examine over-all industrial policies and planning, including the export
development measures, and at the same time advise on specific export

1% Much of the material in this chapter is taken from United Nations Export
Promotion Efforts, 1969 (1/4714).
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problems at the government or industry level |y frannng 1tx programme
of operational activities UNIDO aiso tukes 1t aceonnt its participation
in the United Nations efforts for aceeterated imdiustrhizat o durimg the
Second Development Deende

The mam concern o1 1\ PO the export sphere e warh, the produe
tion o) CSpphv tactor tindamental to this wppronch s the ilentition
tion of new mdist el ., fors and the expansion of establishod wetors )
d('\c'ln}ning conntries wath ety CApert potentul In selecting these
sectors. UNTDO analy wen 11, Prodictn e cupabihitges of developng com,
tries agamst )i CNIEE ket opport it es ad tnarket des eclopnent

The vesnlts of the Analvsis which i e close o operation with
other United Nations MEENCICS Are transmitted 1, developmg conntrien
where possibilityos CNIE I order o allow aoastenat e development of
the export seetor With UNITDO daastanee W here prelimne y feasbiliny
studies iicate tavourable conditions for expanded exports UNIDO
CAD.upon request gne on the “pet assistance i the estabhishnent and
development of 11, mdiustiies wdentited

Kecognizing 11 CAport potential for developig comnty e through
industrial Cooperation agreements wit, partners m developed countries
UNIDO s tvestigating the export performanee and problems of these
ventures with a view 14 Promotmg such  agrecments Promotional
activities iy aly e bty contially planned economies and developed market
economies  eimnphases s grven to andastrml e Operation which will make
A POsitive contribigtyon 1o, the balance of PRAY ents of 1y developng
countries, Specitically asartanec i oneated towards identifving (he
sectors for mdustrial e Cperation and sonrees of external capital and
know how. 4 townrds establislimg  gindehnes fo negotiation  witl
overseas partners witly the eventoal ann of extabhshimg viable export
oriented indust pjes

Special consuleration IWWen Lo co operatio, through mternationag
subcuntmvtmg a8 4 means (o expandmg cxports from developiug comy
tries. Data are collecog onthe type of process and the products which ean,
he profitably subeontracted to Droducers m developing countries This
information ix wsed t,) Pubhicize the heefits and criteria associated with
international subcontracting o DIVt specitic opportunities for th
form of activity, and to Promote further ventupes of this nature
developing countries

One group of industries thay receives particular attention from
UNIDO is the metalworking idustries, an appropriate methodology is
being developed for planning this sector with & view to jts export potential.
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When the methodology hae heen established the next step will he (o
collect technical data te be naed as a planiimg tool tor thie sector ur s
specific country and to mitiate techinend ARRIREALCE Aty i iem hovsed o this
approach Followimg a study of the apphabihty of the data 11, Hiffering
ceonamic ervoronme e the age of this work will e witkened 1o other

voutitrus

Another v rtanad aotinty i F N TN « programme s converned
with governmens pobicws and nwasures  hoth mternal and external
tranied to create a ey oarmble chivionment dor and 1o faciitate the
acoeleratod growth of the MG Ry vapet o wector lygs project alnor
icindes conmderntinn of FNTIMDY « 1o hincal ssaitanee 1o CGovernments
i ther efforte to formilate toenta s At to eatabihedi st itotions to
promote export development

At an eariy stagh i its constderatiog of Pyportancentives NN
m co operation with UNCEAD arguiized a revien and exannnation of
the devices mwed by varons contres 1o stmniate tdust ol cxporta
Further action proposed i thim aren inchiides & tudy af free ports ami
free zones ar dcentiven o promaote export cnented industoes o this
oase the ann 1= to estigate what anipact the free zones have on the
economy of the conntries, pairticulariy an then balance of sy ients and
to deternune gunidelines for developing conntries which are conmdering
the ostablishiient of w free zome or w <umnitar arrangement  he gindelines
will cover anch aapuctn an the selection of amtahie ivdnstries based on
eXport marketa expaor incentives to opetate within the cone  and teans
port requirementas

With regard to evport mstitutions  UNIDO advimes  developing
cCountriw on measires to strengthen and achieve the most effective opera
tien fram their particular matitutional framework given the tinancial
himitations and particular conditions presailing Special conmderation
W given to asamting dey cloping countres 1 then offorts 10 seenre export
marketa throngh mercased sttention 1. cxport guality requirements sod
mternational standards

In addition 14, anmisting at the government level UNTINO carres
out prajects demigned 1o asint manntaet nrees i developing countriea to
expand export sales of ther prodicts Ntrows i placed o1 adymimg on
specal production requirements aasociated with miccenstinl ex porting and
on the tull ntithzation of rwsonroes to allow mamactnrers from develop
Ing oountries to compete offectively 1 international markets

Producers i developig conntries are often hundered 1 ther export
efforts through insufticient attention to quality control, desygic application
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of international standards, product Improvement, packaging and
costing. To create a greater awareness of the importance of these features,
UNIDO includes in its training programme a special section on export
production techniques. The emphasis is on practical training which
offers executives from developing countries an insight into the organiza-
tion and operation of a successful exporting company.

UNIDO is also assisting manufacturers in developing countries i
tackling problems of excess capacity. Work in this sphere is directed to
increasing the utilization of existing manufacturing capacity, particularly
for export production, and to the means by which the emergence of excess
capacity can be avoided in the future.

Throughout the UNIDO work programme in the export develop-
ment area, orieatation is towards providing operational assistance within
the developing countries. The analysis undertaken and the meetings
organized by headquarters staff normally have the improvement of
technical assistance activities a8 an ultimate aim.

In order to ensure that developing countries are fully aware of the
asgistance UNIDO can offer in the field of export development, the
Organization, in co-operation with other United Nations agencies,
organizes exploratory missions to selected developing countries. The mis-
sions have the responsibility of informing the authorities of the countries
visited on the type and amount of technical assistance which the sponsor-

industries is financed under various United Nations operational pro-
grammes in which UNIDO participates. Thege programmes are: the
Regular Programme of technical assistance devoted to industry and
financed from *he Uniteq Nations budget : the Special Fund component,
of the United Nations Devclopment Programme (UN DP/SF); and the
Technical Assistance component of the United Nations Development
Programme (UNDP/TA). UNIDO receives, in addition, voluntary con-
tributions from Governments for the financing of the Special Industria]
Services programme (SIS), . programme limited largely to urgent short-
term missions. Some projects . 'ay also be financed from funds in trust,
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deposited by Governments for specific projects or other direct voluntary
contributiona In all these programmes asaistance i given only at the
request of the (iovernment concerned

The United Nationa CIPOrt promotion programme

The UNTDO pnogrmimme of work m the export development field i
part of the over all Uiited Nations cxport promotion programme  The
decinion to eombine the actin ityen and resonrens of the | nited Nationa
A programme for the promotion of exports from developing conntries
resulted from o mecting of the execntn e secretaries of the Uinted Nationa
regional cconomie conmmeions held 1 Tatnars | 967 under the chairman
ship of the Under Secretary General fon Ecounonne and Social A\ffmirs The
meeting was convened to review with the Exeentive Director of UNITDO
and the Secretary Genernl of U'NCTAD o cPerative policies midd arrange
ments in the ticld ot industrial des clipinent The representative of the
UNDP welcomed the mitmtive to ovanize & ot uted Nationa pro
gramme i the tieid of export des elopment

The programme was turt her dincusmed at a meeting of the executive
secretaries of the regional sconomic comm matons i Jduly 19687 1 whach
representatives of FAO and GATI participated  In January 1988 the
International I rade Centre was catablished  combinmyg 1he rasourcea of
UNCTAD and GATV wn # further stage b the Uiited Nationa export
promotion programme  and o duly of that venr af a meeting of the
executive secretaries of the regional soonomie commissions i (roneva.
ILO became a participant

During the hest vears of the jomt prograimnme  the vanous sgencies
examined means by which therr Jot efforta 1 the export development
sphere could be of maxmum aesmtance to the developing countriea. A
number of ¢ vperative venturee have beer tmplementad with a view to
determining the exact form of aamstance required and to clanfy s kind
of 00-operation beat designed to meet the fxport requirements of develop
ing vountries

The progranime of work falls inte two parts first. sssistance in
production adjuatinents i changes to stimulate exporta and second.
export prometion intormation and marketing services In both nases. the
United Nations orgamzations involved offer assstasioe st the regional and
global levels The tollowing s & brief outhne with seleoted examples. of the
typeof aotivities being undertaken within the framework of thus programme.
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PROD!'(‘T[ON ADJUSTMENTS AND CHANGES TO STIMULATE EXPORTS

Basically. the work js direeted towards expanding the traditiona
exports trom developing conntrios andat the same time. diversifying
export ontput it Hon traditional products. he United Nations ia
actively endeavauring 1., False the export bertormance in foodstuy fs and
raw matenals. the traditional export mdustries of developing conntries,
by improving the competitivencss of these mdustries. Higher standards
of produetivity marketing efficiency. quality control. standardization,
Rervicing ete. are being introduced with United Nations assistance as a
means to increase the leve) of exports.

Of particular tmportance to the food industries, for example, is the
work being undertaken by FAO and WH) i, further acceptance of
international food standards. This has already proved of considerable
assistance to exports of these produets fromn devel()ping countries.
Experience has shown that sneh standards provide an incentive for
exporting countries to improve the quality of thejr products. which in
turn resnlts i higher financial retirms to the producer. The introduction
of international foo standards also creates g greater awareness of “he
importance of yiality control iy developing countries, which benefits not
only traditional hnt also non-traditional exporting industrjes.

FAO has been active iy other areas relating to expanding traditional ﬁ
exports, often in eo Operation with the UNDP. One example of the
Varions projeets being nndertaken jointly is a food processing plant being
established with (NP and FAO assistance iy China (Taiwan). which 7
will investigate an promote techniques for improved preservation and |
processing of food for the export market as well as the domestic market.
Other examples include the UNDP/FAQ project in Turkey offering
technical advice on drying, storage and Packaging in the sultana industry
aimed at strengthening the position of Turkey as an ex porter of that crop;
the assistaice given to Chile by these organizations in the development
of its forest resources; and the establishment of an €Xport-oriented pulp
and paper industry,

e

A

Accelerated industrialization and the further Processing of primary
Products have enconraged developing countries to pay increaged atten-
tion to possibie export markets for newly established manufacturing and
Processing industries. (‘01'1seqnent1y, parallel with the efforts to expand
traditional exports jg the encouragement of non-traditional exporta,
especially manufactures and semi-manufactures,
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countries in diversifying their export output. The UNDP, for example,
has provided extensive aid for petroleum exploration, production and
marketing, while the regional economic COmmMissions, in co-operation
with international agencies, have undertaken economic surveys of member
countries with a view to identifying manufacturing industries with prom-
sing export prospects. Through its publication programme the Inter-
national Trade Centre advises both on export development techniques
and on specific overseas market opportunities. UNIDO, for its part, is
providing on-the-spot assistance to countries developing industrial
sectors based on export markets, such as the textile industry in Kenya
and the heavy mineral sands industry in the United Arab Republie.

In addition to identifying new export-oriented industries, United
Nations bodies are engaged in orienting existing industries towards
international markets and creating in producers a greater awareness of
export requirements. In some 28 countries, ILO projects of technical
co-operation aim, inter alia, at improving the appearance and quality of
products manufactured from local raw materials, usually with traditional
skills, with the eventual objective of opening up or expanding export
markets. Under these projects 11.0 provides training and advice on the
design, development, production and marketing of indigenous products,
particularly craft industries. This assistance has stimulated increased
export growth in such countries as Jamaica, New Guinea, Papua and
Syria.

In its efforts to assist Potential export manufacturers, the United
Nations pays special attention to small-scale industries. These industries
suffer from a particular export disadvantage in view of their limited
resources and often their restricted experience. Various forms of assistance
are therefore directed especially at small-scale industries in order to
facilitate the export of their products. For example, UNIDO is examining
& policy whereby small-scale producers in developing countries would

manufacture special products under agreement with associations in
developed countries.

Export PROMOTION INFORMATION AND MARKETING SERVICES

Turning to another aspect of the United Nations export promotion
programme, the provision of export promotion information and marketing
services, a major step in the integration and co-ordination of these services
was the establishment of the International Trade Centre. The aim of the

¢
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International Trade Centre is to assist the developing countries in the
Promotion of their export trade by :

Providing them with information on export markets and
marketing;

Helping them to train the specialized personnel required for
these services.

Market Information Service ;
Publication Service ;
Training Programme ;
Promotion Advisory Service.

The Centre is concerneg mainly with the demand side of export, pPromotion
and the means of exploiting export mayrket opportunities,

At the regional level, it has been agreed that each of the United
Nations regional economic commissions in the developing parts of the
world should be a centre of initiative for the United Nations export
promotion programme. Fo; this purpose, it hag been recommended that
regional trade centres be established in the ECAFE, ECLA and ECA

economic commissions, The ECAFE Trade Promotion Centre wag

established in 1968 ang Similar centres are in the planning stage in
ECLA and EcaA.

-——— e o
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Through its Publication Programme, the Centre makes the results of this
research available to public and private institutions involved in various
activities connected with the promotion of exports. In addition to its
regular publication, International Trade Forum, and its intermediate
quarterly supploment, the International Trade Centre publishes a series
of handbooks on trade promotion techniques, for example, Foreign Trade
Enterprises in East Europe (1968); Foreign Trade Enterprises in
Yugoslavia (1968); and Export  Promotion Systems—A Systematic
Approach.1?

Upon request from developing countries, the International Trade
Centre, through its Trade Promotion Advisory Service, also provides
advisers and experts for the establishment or improvement of export
promotion programmes, institutions and services. This Serviee includes
assistance in dealing with questions relating to national export promotion
bodies and infrastruetural export Promotion services as well as with special
problems relating to export marketing of products.

Market surveys and market promotion

The developing countries are seriously handieapped in their efforts
to develop overseas markets by the lack of resources and know-how to
carry out essential market research for their products. The United N ations
has established machinery to offset this diffienlty. The International
Trade Centre, situated in Geneva, undertakes market researeh studies in
developed country markets for the produets of developing countries;
while the regional economic eommissions explore market prospects in
the countries of their respective regions for products of their member
countries,

The special Market Information Service of the International Trade
Centre provides trade and market data in response to queries from
individual developing countries concerning products and markets of
interest to them. The market reports prepared by the International
Trade Centre deal with items ranging from primary commodities to
processed products and manufaetured goods. They cover sueh facets as:

Assessment of market potential in importing countries;

Impact of commereial poliey measures on trade;

13 In preparation.

4%
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Health regulations and other administrative ruleg affecting trade;
Marketing channels;

Marketing and promotional techniques;

Price trends

Distribution costs.

market surveys on manioc; cashew; fresh fruit and vegetables; leather,
hides and skins; unmanufactured tobacco; shrimp and prawns; rice;
cottonseed oil; canned beef ; tropical sawn wood; plywood and veneer;
citrus juices; oilcake. Studies are being prepared on fresh tropical fruitg
and vegetables, leather products, spices, household appliances, table
wines, soluble coffee, selected engineering products and oriental
carpets,

UNIDO and FAOQ are concerned with assisting developing countries
in improving their export marketing rrangements. At UNIDQ, the
Industrial Information Service Provides developing countries with infor-
mation on export Possibilities. Assistance in marketing and pPromotional

Trade Centre as was the case in the mission of four marketing experts

Through its technical assistance programmes, FAO also devotes
considerable attention tq marketing assignments. FAQ hag regional
marketing officers in Africa, the Middle East and the Far East. These

Projects for assistance in the field of export market.ng improvements, the
Promotion of exports to countries within their regions as well ag to /
developed countries, and the establishment of agricultural processing

the effectiveness of €Xport promotion activitieg of developing countries.
Information on trade opportunities and promotional techniques is dis-
seminated through a serijeg of United Natjong Publications. At the regional
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News Letter published by ECA. The International Trade Centre is in the
process of preparing hanc nooks concerning export promotion, for
example Handbook for Official Commercial Representatives Abroad and
Information on Trade Regulations, A Guide to Sowrces.

Another function undertaken by the United Nations in this field is
the sponsorship and assistance given by the ECAFE Trade Promotion
Centre to the triennial Asian International Trade Fairs which are held in
the capital cities of member countries. The first Asian International Trade
Fair was held in Bangkok in 1966 and the second in Tehran in 1969,
These are primarily business fairs but they also provide opportunities
for trade talks designed to promote international as well a8 intra-
regional trade.

Training of specialized staft

To further strengthen export promotion activities in developing
countries, an extensive programme is being implemented to train the
specialized staff required for these activities. This training programme is
being carried out through the organization of meetings, seminars and
training courses and involves a considerable degree of co-operation be-
tween the United Nations organizations concerned.

Each of the regional economic commissions participates in the train-
ing programme. The regional training courses are often undertaken in
co-operation with international agencies as in the case of the training
course in Bangkok in 1968, organized by the ECAFE Centre in close co-
operation with the United Nations Office of Technical Co-operation and
the secretariats of UNCTAD, GATT and EEC for the study of tariff and
non-tariff structures and techniques of trade. A total of 25 participants
from 16 member countries enrolled for this course, which covered a variety
of subjects ranging from the principles of reciprocity to the various tech-
niques of trade negotiations and agreements.

The training programme organized by the International Trade Centre
covers a range of projects adapted to the needs of developing countries.
The programme is often designed to provide specialized training for
export promotion personnel from developing countrics, for example, the
seminars organized for trade commissioners of developing countries
based in Europe. On the other hand, the courses may be specialized in
terms of their content, for instance, the course on export banking held in
Italy with the assistance of the International Trade Centre. In co-operation
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with the 1LO and UNIDO, traming programmes were also arranged
in export marketing and the development of industrial exports.

Courses and seminars are often orgamzed in developed countrieg
which are the target markets for exporters in developing countries, Thig
permits the trainees to be exposed to market conditions i prospective
markets. The International Trade senttre hag already operated several
types of training courses, seminars and studies in developed countrieg
(Denmark, the Federal Republic of Germany, Italy, Sweden etc.).
Regional training courses are also organized in individug] developing
countries which makes jt possible to cater for g large number of partici-
pants both from public and private sectors. An example of thig training
technique is the roving seminar, organized and conducted by the Inter-
national Trade Centre In co-operation with ECLA and the Central
American Common Market ( CACM) in the autumn of 1969, in four Latin
American countrieg,

As mentioned earlier, UNIDO also conducts training in export
development, and considerable help has been offered to developing
countries by the UNDP ip the strengthening of export promotion
services. UNDP-agsisted economic development and Planning institutes

services in a wide range of fields, including foreign trade, external finance
and over-all development, planning. The FAQ arranges training pro-

grammes largely oriented towards the marketing of agricultural productg
from developing countries.

The general training programme of UNIDO should also be noted,
This programme includes a substantial jr -plant component, and aims at
raising standards of efficiency and Management in industria] concerns
in developing countries. Although in many cases these courseg are not
directly aimed gt ¢xport industries, they tend to increase the export

potential of developing countries by raising the leve] of competitiveness
of their manufacturers,

Export credit

Social Affairg of the United Nations Secretariat in the field of export
credit insurance and export credit financing facilities should be mentioned.
The Department, has surveyed the operation of export credit insurance
and financing facilities in both developed and developing countries and
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has organized a Round Table to consider this problem, attended by
senior officials of export credit agencies operating in a number of coun-
tries and representatives from international agencies.

Resulting from the Round Table, further work in this field is aimed
at the establishment of multinational export credit insurance schemes at
the subregional, regional or global level. Another aspect to be covered is
the possibility of establishing an association of national export credit
financing institutions in developed and developing countries and the
extent to which export credits from developing countries could be financed
or refinanced by private and public sources in developed countries or
international financing institutions.

REGIONAL INTEGRATION AND CO-OPERATION

Finally, attention should be drawn to the work being carried out by
the United Nations to promote regional integration and co-operation as
a means to expand exports from developing countries. This work is under-
taken at two levels: the co-ordination of production in selected industrial
sectors and the expansion of intra-regional trade through greater market
studies at a regional level and trade liberalization measures.

The regional economic commissions are naturally closely involved in
projects to further regional co-operation. ECAFE has been effective, for
instance, in bringing together relevant government officials from member
countries to accelerate the pace of economic co-operation. This organiza-
tion also took the initiative in the organization of the Asian Coconut
Community, which, it is hoped, will be the forerunner of similar co-opera-
tive endeavours for such products as rubber, rice, tea, pepper and shellac.

At the same time, the Trade Policy Division of the Economic Com-
mission for Latin America (ECLA) is working on integration programmes
and activities in relation to the Latin Anierican Free Trade Association
(ALALC), the Central American Common Market and the integration
efforts of the Caribbean countries (CARIFTA). The secretariat of the
Economic Commission for Africa (ECA), for its part, has produced a
number of proposals for trade expansion within the Eastern and Western
African subregions. These studies will form the starting point for some
of the future work on trade promotion in these subregions.

The international agencies, notably the UNDP, have also been
active in a number of regional projects aimed at increasing intra-regional
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trade. In Africa, for instance, the UNDP g making a preliminary study
on a north/south road across the Sahara Desert in Algeria with a view to
increasing trade between Algeria, Mali, Niger and Tunis In Asia. the
same organization is providing assistance to the Regional Transport
Technical Bureau on the Asian highway which will ultimately, Among
other things. stimulate further trade in the region extending from, Iran
to Singapore. In the Americas, assistance has been given by the UNDP
to the Research Institute for Industry, which is Playing a kev role in
the expansion of Centra) American trade on a regional basis.
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UNIDO ASSISTANCE IN THE PROMOTION oF EXPORT-ORIENTED
INDUSTRIES

A. AREAS RELATING TO THE PROMOTION OF EXPORT-ORIENTED INDUSNTRIES
IN WHICH UNIDO 18 1N 4 POSITION TO PROVIDE TRCHNICAL ASSISTANCE

(1) Policy level

Industrial export promotion policy at national level

Luviease of export potential of a country

Identification of adeqnate conditions for mercase of
industrial export :

Establishment. enlargement or operation of an mstitutional
framework for industrial export promotion,

Regional industrial ¢x port programmes

(2) Plant level

Evaluation of export possibilities ;

Improvement of export conditions;

Re-orientation for export ;

Specific techniques for export improvement within the industry;
Identification of new industries and/or products for export;
Problems of utilization of excess or idle capacity for export.

B. SELECTED MAJOR TECHNICAL ARSISTANCE PROJECTS

The projects listed below relate to the activities of the United Nations
Industrial Development. Organization since its establishment in 1967 The list
excludes projeets carried oyt under the predecessor organizations of UNIDO
(the former Division of Industrial Development up to 1962 and the Centre for
Industrial Development up to 1967). Since the projects are listed for illustra.-
tive purposes, the names of countries have heen omitted The respective pro-
grammes under which the nrojects are implemented are shown as .

41




42
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(1) Projects implemented or under i
the development of export industries

Special Industrial Services of UNIDO

UNDP/TA United Nations Development Programrue,

Technical Assistance Component

UNDP/SF United Nations Development Programme,

Special Fund Component

Regular Programme

AFRICA

Centre for industrial studies (export marketing) (UNDP/SF)
Regional industrial integration (SIS)
Export textile marketing (SIS)
Export marketing in minerals (SIS)

THE AMERICAS

Ezport promotion mission (UNDP/TA)
Assistant to export promotion institutes (UNDP/TA)
Industrial adviser in market organization for export (SIS)

ABIA AND THE FAR EAST

Marketing electrical appliances (SIS)

Export packaging (SIS)

Marketing agric-machinery (SIS)

Metalworking industrics for export (SIS)
Expertise in industrial marketing (UNDP/TA)
Industrial export promotion adviser (UNDP/SF)
Industrial export marketing specialist (SIS)

EUROPE AND THE MIDDLE EAST

Development of integrated fish industries for export (SIS)

mplementation by UNIDO in areas related to
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(2) Projecta in preparatson or under dvacwsnron with (Fnwernment« in areas related

lo the development of export sndustriea

AFRI A

Btud . of CRport potential of chemeal planta (8IN)

Investigation and mluation of possthilitien of establishment

of export-orwented mdustrws (froe zonen) (NIS)
Developument o cxport potentnl (RI°;

Marketing and CRpOrt promotion of mdustr il products (SI8)

THE AMERICAN

Expun mvestigation ot ind. st s extablished] 1
pretercatial 2000 (R

Export marketing of Light idustren (U'NDP b

Exrﬂn marketing and study of cxport capacity of
Petrochenncal industryes (SIS

Evaluation and re orientats, Dot metalwarking
industries (NIN)

Bteel prodicts marketing (SIN)

Centre of Promotion ot idustrinl exports (RP)

Increase of exprt Prtentsl of fod processing
industries (R

Industrial CAPACIty wtihzaton tor cxports (RP)

ASTA AND THE FAN KAST

Export orgamzation . whitey and marketing (SIR)

Export orgamization o idustyy andg mnrketing in
light ndustries (SN,

Export industric- entablishinent i tree zones (RP)

Expart re-orgamzation of pharmaceutical idustries (RP)
Export developiient burenn torindustrimd prodinets (RP)

Product unprovement for cxport (NIS
Export promotion and CXport incentive seheme far
industrial products (SIS)

KUROPE A ND r1p MILNLE BANT

Export orientation and Kerenmnent mcentives for light

industries (RP)

Increase of CXpOrt potential of turtiture indnstries
(UNDI/SE)

Increase of eXpOrt potential of cngieering industries

(UNDP/SK)
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MEETINGS, TRAINING SEMINARS AND WORKING GROUPS
ORGANIZED BY UNID( OR BY THE UNITED NATIONS PRIOR
TO THE INCEPTION OF UNIDO

Location Date

Expert Meeting on Government Policies for the Geneva  October 1966
Promotion of Exports of Manufactures and
Semi-Manufactures from Developing Countries

Expert Meeting on Government Policies for New York June 1967
the Promotion of Export of Manufactures and

Semi-Manufactures from Developing Countries
(UNIDO/UNCTAD)

Training Course for Development of Industrial Zagreb October—
Exports November 1968

Expert Working Group Meeting on the Incentives Rome November 1968
for the Development of Industrial Exports

Expert Group Meeting on Utilization of Excess Rio de March 1969
Capacity for Export Janeiro

Proposed date
Working Group on Metalworking Industries a8 Vienna December 1969
Potential Export Industries in Developing
Countries

Working Group on Industrial Co-operation 1970
between Developed and Developing Countries

as a Means to Promote Exports of Manufactures

from Developing Countries

In-plant Training Course in Techniques of 1970
Production for Exports

Series of Training Courses in Techniques of 1971
Production for Exports
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SELECTED LIST OF DOCUMENTS AND PUBLICATIONS
ON EXPORT-ORIENTED INDUSTRIES!

UNITED NATIONS

United Nations Export Promotion Efforts, 1969 (E/4714) (mimeo.).

UNiteD N ATIONS INDUSTRIAL DEvELOPMENT ORGANIZATION

Industrial Development in Africa (ID/CONF, 1/R.B.P.1) (Sales No. : 66.11.B.24).

Development of Export-Oriented Industries. Progress report on steps taken

by developing countries to develop and establish export-oriented industries,
1967 (ID/B/8) (mimeo.).

Survey of Export Promotion Techniques, 1967 (ID/CONF. 1/13) (mimeo.).

The Need for an Export-Oriented Pattern of Industrialization 1967
(ID/CONTPF. 1/56) (mimeo.).
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